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BEFORE THE STATE BOARD OF EQUALI ZATI ON
OF THE STATE OF CALI FORNI A

In the Matter of the Appeal of )
)

CLYDE W AND FLOREAN HALE )
For Appellant: Cyde W Hale,
in pro. per.

For Respondent: Mchael R Kelly
Counsel

OPI NI ON

This appeal is nade pursuant to section 18593
of the Revenue and Taxation Code fromthe action of the
Franchi se Tax Board on the protest of Clyde W and Florean
Hal e against a ﬁroposed assessnment of additional personal
income tax in the amount of $1,086.32 for the year 1977
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The question presented by this appeal is
whet her respondent's determ nation, based on a federal
audit report, was correct.

Appel lants filed a timely 1977 California
personal incone tax return. Respondent |ater received a
federal audit report which made several adjustments to
appel | ants' 1977 federal income tax return. Anong the
adj ustments was an increase in the amount of capital gain
received by appellants. This capital gain adjustnent is
the only one chall enged by appellants in this appeal.

Appel I ants apparently do not dispute the amount
of actual gain received, as shown on the federal audit
report, butdisagree with respondent's conputation of the
amount of that gain which was taxable. Appellants state
that the federal audit report increased their taxable
capital gain by only $8,313, while respondent increased
their taxable capital gain by $10, 807.

Appel l ants' challenge is unfounded. The differ-
ence between the federal and state increases in taxable
capital gains arises solely because of differences between '
federal and state law. Appellants reported their capital
gain on their state, return as gain fromthe sale of capi-
tal assets held nmore than one but |less than five years.
During 1977, section 1202 of the Internal Revenue Code
provi ded that 50 percent of these types of capital gains
were taxabl e. For state income tax purposes, however,

65 percent of the ampbunt of these gains were taxable.
(Rev. & Tax. Code, § 18162.5.) Applying the respective
federal and state percentages to the same anount of
actual capital gain will naturally result in a larger
anmount belng taxable by California than by the federal
gover nnent .

pel l ants have not shown that respondent erred
in follow ng the federal audit report and applying
California law to the figures shown therein, espon-
dent's action, therefore, nust be sustained.
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ORDER

Pursuant to the views expressed in the opinion

of the board on file in this proceeding, and good cause
appearing therefor,

| T 1S HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant to section 18595 of the Revenue and Taxation
Code, that the action of the Franchise Tax Board on the
protest of Clyde w. and Fl orean Hal e agai nst a proposed
assessnent of additional personal income tax in the
amount of $1,086.32 for the year Y977, be and the sane
I's hereby sustained.

Done at Sacranmento, California, this 17th day
of August , 19833, by the State Board of Equalization,
wi th Board Members M. Bennett, M. Collis, M. Dronenburg,
M. Nevins and M. Harvey present.

WIlliam M Bennett , Chai r man
Conway H Collis , Member
Ernest J. Dronenburg, Jr. , Menber
Ri chard Nevins ) ,  Menber
Val ter Harvey* , Menber

*For Kenneth Cory, per Government Code section 7.9
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